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1. WITH VIEW TOWARD CONSULTATIONS BETWEEN USG AND GOI 
CONCERNING ELIGIBILITY OF ISRAEL FOR GSP AND REQUIRE- 
MENTS OF SECTION 502(B)3 OF TRADE ACT, WE HAVE CAREFULLY 
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2. BASED UPON OUR READING OF NEW AGREEMENT RELATING TO 
ISRAELI TARIFF PRODUCT CATEGORIES (EXCEPT THOSE LISTED 

IN ANNEX B), THE AGREEMENT DOES NOT REQUIRE THAT THE 
DUTIES APPLICABLE TO EC PRODUCTS BE LESS THAN THE MFN 
DUTIES LEVIED ON THIRD COUNTRY PRODUCTS. THIS IS BASED 
ON THE PROVISIONS OF PROTOCOL 2 AND IN PARTICULAR THE 
LANGUAGE OF ARTICLE 2. PARA 1 OF THAT PROTOCOL. IT 
SHOULD BE NOTED THAT WHEREAS ARTICLE 2.PARA 2 DIRECTLY 
LINKS THE RATE APPLICABLE TO EC PRODUCTS TO THE MFN 
RATE FOR CATEGORIES LISTED IN ANNEX B, NO SUCH LINKAGE 
IS MADE IN ARTICLE 2, PARA 1. BASE FOR DETERMINING 
PREFERENTIAL TARIFF RATES FOR EC UNDER NEW AGREEMENT 
IN MOST CASES WOULD BE RATES IN EFFECT AS OF 
JANUARY 1, 1975 FOR EC EXPORTS TO ISRAEL. 

3. FYI: IMPACT OF FOREGOING ON U.S.-ISRAEL 
CONSULTATIONS ON MEASURES NEEDED FOR ISRAELI ELIGIBILITY 
FOR GSP COULD BE IMPORTANT. OUR INTERPRETATION OF 
PROTOCOL WOULD MAKE POSSIBLE THE ELIMINATION OF 
REVERSE PREFERENCES ON MOST ITEMS CONTAINED IN PRODUCT 
LIST (REF. B) END FYI. 

4. ACTION REQUESTED: EMBASSY SHOULD DETERMINE 
WHETHER OUR INTERPRETATION OF ARTICLE 2, PARA 1 OF 
PROTOCOL 2 CORRECT. 

5. RE EMBASSY REQUEST CONTAINED REF A, EMBASSY SHOULD 
PROCEED TO DISCUSS WITH GOI PRODUCT LIST CONTAINED 
REF B DRAWING UPON GUIDANCE PROVIDED REFS C AND D 
BUT TAKING INTO ACCOUNT FACT THAT SUBSEQUENT SIGNIN 
OF NEW AGREEMENT WILL SIMPLIFY CONSULTATIONS AND 
AGREEMENT REQUIRED PRIOR TO ISRAEL'S DESIGNATION AS 
ELIGIBLE GSP BENEFICIARY. GSP DISCUSSED ONLY IN 
PASSING DURING U.S.-ISRAEL COMMITTEE MEETING (MAY 12 - 
13, 1975). MEETING FOR CONSULTATIONS HERE IN 

EARLY JUNE WAS SUGGESTED AND ISRAELI EMBASSY 
OFFICIALS HERE HAVE SUBSEQUENTLY INDICATED THIS 
LIKELY TO OCCUR. INGERSOLL 
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